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Abstract- Companies require new strategies to drive growth and 
survival, as the fast pace of change has created the need for greater 
business flexibility. Therefore, industry leaders are looking to 
business innovation as a principle source of differentiation and 
competitive advantage. However, most companies rely heavily on 
either technology or products to provide business innovation, yet 
competitors can easily and rapidly surpass these forms of innovation. 
Business model innovation expands beyond innovation in isolated 
areas, such as product innovation, to create strategies that 
incorporate many business avenues to work together to create and 
deliver value to its customers. Existing literature highlights that a 
business model’s central role is ‘customer value’. However, the 
emotional underpinnings of customer value within a business model 
are not well understood. The integration of customer emotion into 
business model design and value chain can be viewed as a way to 
innovate beyond just products, services and processes. This paper 
investigates the emotional avenues within business strategy and 
operations, business model innovation and customer engagement. 
Three propositions are outlined and explored as future research. The 
significance of this research is to provide companies with a new 
approach to innovation through a deeper understanding and 
integration of their customers’ emotions.  
 
Keywords- Business Model Innovation, Design and Emotion, 
Business Innovation, Strategy 
I. INTRODUCTION 
 There is a need to enhance business competitiveness and 
innovation worldwide; as the success rate for bringing 
innovative ideas to market are ‘pitifully low’ [16]. Innovation 
is therefore high on management agendas; however, most 
companies are still struggling with the successful implication 
and integration of it in everyday practice [16]. The pace of 
change requires greater business flexibility, as efficiency is no 
longer sufficient [15]. Keeley, Pikkel, Quinn and Walters [15] 
provide ten types of innovation that look beyond new product 
development, and when combined they are said to create a 
stronger competitive advantage. The ten types of innovation 
spectrum ranges from business models to customer 
engagements [15]. The left hand side of the framework is 
mostly internally focused on the configuration of the company, 
while the right hand side increasingly includes the experience 
of the customer. However, many companies are still choosing 
to focus on their product or service over ‘who’ their customer 
is and their emotional needs [13]. 
Product designers are aware of the importance of creating 
strong emotional experiences and attachments intertwined 
with tangible products. Over the last decade many tools and 
theories have emerged from such work [11,14,23]. Authorities 
have established and explored emotion through various fields 
such as; branding and customer loyalty [13,27], marketing [24] 
and customer services [26]. Existing literature highlights that a 
business model’s central role is ‘customer value’, however, 
the emotional underpinnings of the customer value are not yet 
well understood [3]. Further, it suggests in order for firms to 
design novel business models they must engage in trial and 
error (prototyping) processes. Prototyping is a fundamental 
characteristic of design, however, in business model 
innovation it allows various scenarios and the viability (and 
profitability) to be tested iteratively [3]. The integration of 
emotion into business model design and value chain can be 
viewed as a way to innovate beyond products, services and 
processes. This is a possible approach to engaging companies 
to successfully innovate. To sustain a competitive advantage 
in a global marketplace various types of innovation needs to 
take place in conglomerate. 
This paper explores the role of emotion embedded in 
business model design for business innovation. It presents 
insight into the emerging research agenda and aims to gain a 
greater understanding of emotion beyond product design and 
marketing strategies into delivering stronger innovation 
processes, business operations and engagement with emotional 
customer experiences. Three propositions are outlined and 
explored as future research areas along with subsequent 
research questions. The significance of this research is to 
provide companies with a new approach to innovation through 
a deeper understanding, integration and benefits of the positive 
impacts of emotions.  
II. BUSINESS INNOVATION 
 Industry leaders now look to business innovation as a 
principle source of differentiation and competitive advantage 
[1]. The discipline of innovation has emerged within 
businesses due to companies needing new discoveries and 
strategies to drive growth and survival. Morris [21, p.194] 
states, “Any enterprise that intends to survive must somehow 
innovate, because innovation itself is the only defense against 
innovation”. The ability to innovate requires a company to 
evolve, adapt, be flexible and constantly improving in order to 
survive and thrive [15]. Morris [15] believes that the outcome 
and process of innovation are often confused, explaining that 
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modest product extensions are described as innovative. This 
may be the case in the field of product design innovation as it 
is related to invention and technological breakthroughs [7]. 
Keeley, Pikkel, Quinn and Walters [15] outline that innovation 
is not invention, but the creation of a variable new offering, 
requiring thinking beyond products. 
 Companies often rely heavily on either technology or 
products to provide differentiation, however, these are easily 
and rapidly surpassed [21]. Morris [21, p.197] provides the 
argument that while “one set of products and services may be 
exceptionally well-suited to the market at a particular point in 
time, it’s rare for a company to successfully adapt its products 
and services to changing market conditions quickly enough to 
sustain the leadership position”. Keeley, Pikkel, Quinn and 
Walters [15] explain companies that focus only on products 
are most likely to fail, as successful innovation requires many 
types of innovation. Their research aims to make innovation 
into a systematic approach, in which successful innovators 
analyse the patterns of innovation in their industry and then 
make conscious, considered choices to innovate in different 
way [15]. The ten types of innovation [Fig. 1] are structured 
into three categories, configuration (profit model, network, 
structure, process), offering (product performance, product 
system) and experience (services, channel, brand, customer 
engagement). This configuration moves from an internal focus 
to a customer focus. This model aims to encourage companies 
to mix and match innovation as “using more types of 
innovation produces more sophisticated and surprising results- 
and does so in a way competitors can’t easily spot or copy” 
[15, p.60]. However, it is the authors’ belief that a company 
should go beyond just mixing and matching innovation types 
and step deeper into the emotional understanding of each 
aspect of the model [configuration, offering, experience]. The 
emotional understandings of these the three categories should 
align and be incorporate into a holistic business strategy.  
Innovation is possible through many different avenues, 
Morris [21] outlines 38 distinctive opportunities for innovation 
in an organisation, including business structure, administration, 
organisation, customer experience, customer service, supply 
chain, product and R&D. This clearly shows that innovation 
goes beyond advancing technology, therefore including the 
creation of new approaches that help strengthen the bond with 
customers. Morris [21] debates that a single avenue should not 
be approached alone but as a whole system. As the individual 
components of an organisation do not matter as much as the 
way they work together to enable the organisation to create 
and deliver value to its customers. Another reason is that it is 
rarely a single innovation that drives a business to success. 
Morris [21] explains that suite of innovations that complement 
and work together as a unified business model is required to 
produce a novel and/or distinctive value proposition. This 
illustrates that whatever is introduced to the market, whether it 
be highly innovative or just acceptable, must be supported in 
innovative ways, in order to build enduring relationships 
between the company and its customer [21].  
III. KEEPING UP WITH CHANGE 
The process of innovation, explained by Kyffin and 
Gardien	  [16] is often seen as linear, due to the fact that most 
innovation theories are based around a linear progression from 
research to development. This is also the case with business 
model creation, often generated by mangers and stored in an 
office draw, never to be seen again. However, “several studies 
show that business model changes are among the most 
sustainable forms of innovation” [29, p.384]. Sosna, Trevinyo-
Rodríguez, and Velamuri [29] explain that the reality of a 
business model creation, rarely work the first time round, as 
decision makers face difficulties at both exploratory and 
implementation stages. They explain that in the exploratory 
stage, when new business models are being conceptualised, 
mangers face uncertainty and unpredictability of evolving 
markets. In the implementation stage, the new business model 
requires organisational realignment, involving mangers to 
develop unique skills to adjust organisation structures while 
also promoting learning, change and adaptation [29].  
In a study by Mitchell and Coles [20], successful companies 
were those who made frequent fundamental improvements to 
their business models. The most effective companies were 
making multidimensional business model changes every two 
to four years. Mitchell and Cole [20] outline four competitive 
advantage strategies for business model innovations: lower 
prices based on cost advantages, more desirable products, 
more choice and information and close personal relationships. 
They believe the most successful companies are those that are 
able to combine different strategies with powerful business 
model innovations on a regular basis. However, the 
introduction of a new business model into continually 
changing market conditions is of high risk. Therefore, Sosna, 
Trevinyo-Rodríguez and Velamuri [29] explain the viability of 
introducing a new business model needs an experimental 
‘trial-and-error’ learning approach through the 
conceptualisation and implementation stages. Prototyping in a 
design context allows for concepts to be tested with users, 
scenarios provide feedback continually through an iterative 
process. Brown [2] also believes prototyping as a process can 
share abstract ideas to a whole organisation to give a better 
understanding and engagement to an approach concept. Brown 
[2, p.102] explains this as “a designer’s approach to 
organisational change”. Brown also explains that a successful 
prototype is not one that works flawlessly, but teaches the 
organisation something about their objective, process or 
themselves. Therefore, prototyping should start early in the 
life of a project, with numerous attempts quickly executed, as 
each one is intended to develop an idea “just enough” to allow 
the team to learn something and move on [1].  
Fig.1. Ten Types of Innovation [15] 
The purpose and key aspects of a business model are often 
agreed upon through literature, as the notion of value creation, 
either as value proposition, value stream or the value chain 
[6,25,32]. Zott, Amit, and Massa [32] explain that a primary 
characteristic of a new business model is the creation and 
capture of value to occur in the value network. This value 
network can include suppliers, partners, branding, service 
model, funding, distribution channels and activities [5,32]. 
While Brown [2, p.127] states “it connects the customer 
experience and the business opportunity”. Overall a business 
model should reflect what customers want, how they want it, 
and how the company can best meet those needs [30].  
The use of a business model has also been seen as a 
potential source for competitive advantage [32]. Morris [21] 
explains to produce a competitive advantage through business 
models requires a model to suit their customer needs and 
preferences. Going on to say, “every successful business 
model earns some sort of competitive advantage to the extent 
that it enhances relationships” [21, p.14]. The competitive 
advantage is created as any competitor can match functional 
and technical characteristics, however, they cannot easily 
match the emotional experience promised [18]. Mitchell and 
Coles [20] refer to a company matching a competitor’s 
offering as a business model catch-up, and when a company 
has changed their business model to substantially enhance its 
performance it is a business model improvement. This leads to 
competition not only between companies, but competition 
between business models [21]. Companies must therefore be 
able to evolve with changing environments and customer 
needs in order to compete. In order to achieve this, Zott [31] 
believes a conceptual toolkit is needed for managers to design 
their future business model, as well as analyse and improve 
current business models to function in future scenarios. Sosna, 
Trevinyo- Rodríguez, and Velamuri [29] also explain that 
there remains a gap in the role individuals and organisations in 
the process of creating and successfully implementing a new 
business model.  
IV. AGILE ORGANISATIONS 
As previously discussed, business innovation is required due 
to the fast pace of change [15]. Morris [21] believes behind 
most business successes is a story about change, change in the 
market, change in the economy, or change in a particular 
product or services. Schieffer [28] believes that the ability to 
change faster than your competitor amounts to a competitive 
advantage, as does learning about your customer faster with 
deeper insights. Also acting upon this insights quickly with the 
entire company, is required to transform a company to a 
market leader. However, change management in regards to 
business innovation is not well understood and is poorly 
practiced even though the pace of change continues to 
accelerate [21].  
 Bucolo and Wrigley [5] explain as firms build awareness of 
different innovation strategies, tools and processes, their 
capabilities and ability to adopt and embed these approaches 
within their organisation requires changes at all levels of the 
business. This demands not only strong management 
leadership but also a change in company culture and thinking. 
The introduction of a new business model may be made more 
difficult, due to organisational unwillingness to change, often 
created by pervious business model designs [29]. Brown [2] 
believes that long-term thinking and measurement of impacts, 
both quantitative and qualitative, will help and ensure efforts 
will be sustained. Stating that it “takes a systematic approach 
to achieve organisation wide change” [2, p.195]. Yet, Morris 
[21, p.195] believes “managers tend not to account 
adequately for systematic change, and they are surprised and 
unprepared when they should not be”.  
 Mitchell and Coles [20] believe for a company to become 
business model innovators, they need to create their own 
processes for making innovations and improvements, as these 
changes will need to happen faster, more often, more 
extensively, and involve more stakeholders. As an overall 
business transformation is needed for the successful 
integration of a new business model. McKeown and Philip [19] 
explain business transformation is the invention of strategies 
and management processes driven by new ideas or concept of 
opportunity and must involved the whole organisation. A 
company wide transformation therefore needs to address the 
business’s values and beliefs, demands changes in skills sets at 
all levels of management and requires a change in operations 
set in new management processes. By taking this approach 
encourages systemic, holistic thinking in business model 
design, instead of concentrating on isolated business avenues.   
V. EMOTION 
 Business model innovation expands beyond innovation in 
isolated areas of a business; it expands from the relationship 
between the company and its customers, the company and its 
employees to the company’s relationship with its stakeholders. 
It is the success of these relationships that determine the 
uptake and integration of a new business model.  
The field of design and emotion, since its emergence in 
1999 has focused primarily on understanding the emotions of 
product users and the development of tools and techniques that 
facilitate an emotion-focused design process [10]. Noteworthy 
authors such as Norman [22], Desmet [9] and Jordan [14] have 
addressed the theme of product design and emotion. 
Emotional design research has explored making products more 
engaging, with a focus on the experience of the user when 
interacting with the product. Resulting in products that are 
heavily used to explore user behaviour which is highly driven 
by emotion [10].  
 Beyond product design, authorities have established and 
explored emotion through various fields such as; branding and 
customer loyalty [13,27], marketing [24] and customer 
services [26]. Hill [13, p.226] explains, “Nothing is more 
emotional for consumers or dangerous for companies than an 
unsatisfied customer”. The interaction a company has with a 
customer can all affect a customer’s emotion [26], this expand 
from a customer visiting a store or web site to employee 
contacts and communications and loyalty programs. Robinette 
and Brand [27, p.4] believe that “in every encounter there's an 
opportunity to meet a need and make an emotional connection” 
with the customer. Trust in particular becomes an important 
mediator in the service recovery process [12].  
 Marketing literature highlights the use of emotional 
connections through brand communication and customer 
loyalty as forms of business strategy [12,24,26,27]. Hill [13  
p.100] explains that branding is “primarily emotional in 
nature”, while Robinette and Brand [4, p.27] discuss emotion 
marketing, which is the “wide pursuit of a sustainable 
connection that makes customers feel valued and cared for that 
they will go out of their way to be loyal”. Robinette and Brand 
[27] elevate emotion to the strategic level, recognising its 
importance in creating or strengthening a relevant brand 
identity and managing a customer's experience.  
The emotional knowledge of communicating with customers, 
creating business partnerships and creating a collected 
company culture can be the thread to sew the internal, external 
and strategic and operational management together. One of the 
main objectives of design is to offer a unique experience to 
consumers to improve the likelihood of repurchasing the 
product [8]. In a society that offers abundant choices among 
products, the ability of the consumer to make the right 
tradeoffs is critical to accomplishing the short-term objectives 
of satisfactory task performance. Further, fulfilling emotional 
experience depends on the overall emotional content of the 
consumption experience. However, it has been shown that the 
emotional content of the consumption experience is 
determined not only by the consumption of the product but 
also the entire purchase process. The design of an experience 
takes the customer beyond products, services, spaces and 
technology to provide an experience with emotional value [2]. 
As “functional benefits alone, it seems, are no longer enough 
to capture customer or create the brand distinction to retain 
them” [2, p.112].  
 Morris [21] states that with no direct contact, companies are 
forced to rely on past experiences, leading to a more difficult 
time of hearing the voice of the customer. Morris [21] believes 
the size of the company also influences the amount of contract 
top management has with their customer. Believing smaller 
companies usually have direct contact with customer as a 
natural part of company procedures. However, the 
complexities of a larger enterprise and the varying levels of 
management create distance and difficulties to connecting 
with the customer. Bucolo and Wrigley [5] have also observed 
that firms have difficulty in providing the same level of 
granularity to the emotional aspects as they do for the 
functional requirements when completing a customer touch 
point timeline. Often leading to insights that are product 
specifications instead of challenging their perspectives on the 
different steps in a customer’s interaction. Through this 
timeline activity, the firm needs to separate the functional 
requirements from the emotional aspects. This disconnects 
between a company’s understanding the functional 
requirements and the emotional experience is also a gap in 
research literature.  
VI. EMOTION AS BUSINESS INNOVATION: THREE RESEARCH 
PROPSITIONS  
 Literature across a broad range of fields has been discussed 
and placed into the three areas of business strategy and 
operations, business model innovation and customer 
engagement to understand the current landscape of knowledge. 
Morris [21, p.194] argues “to be considered an innovation in 
business, the result must be increased value in the form of new 
or improved functionality, reduced cost, a price increase (good 
for the seller), a price decrease (good for the buyer), better 
margin for the seller, or some combination of these”. However, 
this research purposes is to understanding the role and 
contribution emotion can offer business innovation. Figure 2 
illustrates the discussed literature and the position of the three 
research propositions.  
 Liedtka [17, p.4] states “business strategy desperately needs 
design”. The argument for this research is that business 
strategy and operations desperately needs emotional design. 
The integration of emotion beyond product and service 
experience is proposed as a new approach to business 
innovation. Emotional design may be capable of creating 
functional, attractive and usable products, however, as seen 
throughout the literature, product innovation alone will not 
create a sustainable or innovative business strategy. To gain an 
understanding of this research agenda and to start the 
conversation around it, three propositions are explored below.   
[1] How can the inclusion of emotion from the strategic to 
the operational function of a business impact the design 
of a business model? 
The inclusion of emotion from the operational to the 
strategic side of the business would have multiple impacts 
upon the design of a company’s business model. Bucolo and 
Matthews [4] explain that within a business there is a 
relationship between operational and strategic activities, with 
both internal and external focuses [4]. Brunswicker, Wrigley 
and Bucolo [3] suggest the creation of an emotional business 
model will encourage firms to firstly identify and then better 
Fig.2. Literature Landscape and Propositions 
understand the needs of their stakeholders. An example of an 
emotional business model can be demonstrated through the 
comparison of Apple and Samsung mobile phones. Both are 
good designs at a product level, however, Apple continues the 
notion of emotion throughout its entire business model. The 
Apple brand, that customers love, is because of the experience 
felt is consistent: from the product, packaging and marketing, 
expanding to the experience of walking into an Apple store. 
While Samsung can compete on a product level, it is unable to 
provide the same customer experience as Apple. Focusing 
explicitly on a firm’s capacity to build emotional connections 
across their value chain can ensure the creation of an 
emotional business model. Lynch and De Chernatony [2004] 
explain that attention needs to be given to company values to 
ensure that they are communicated not only externally but also 
within the organisation. As consumers buy brands that provide 
emotional reinforcement and are aligned with core beliefs that 
are built upon core emotions [13]. The successful application 
of this can be a powerful competitive advantage as it almost 
impossible to replicate [27]. As any competitor can match 
functional and technical characteristics however they cannot 
easily match the emotional experience promised [18]. 
[2] How can the integration of emotional customer 
engagement facilitate and inform business model 
innovation?  
 The integration of emotion within a business strategy can 
help facilitate business innovation through the required 
engagement with customers and stakeholders. Morris [21, 
p.197] states, “Strong customer relationships help companies 
survive the inevitable periods when their technology will no 
be the best”.  In order to provide customers with experiences, 
the underlining emotions must first be understood in 
considerable depth. A stronger engagement with customers’ 
emotions is needed not only at a product level but also through 
all aspects of engagement with a company. There is rich 
research into design and emotion that outlines tools and 
methods for designing for emotional experiences, however, 
less is known in relation to the integration of emotion through 
business models [3]. What is known is that the only way to 
gain a deeper understanding of customer emotion is by 
engaging and connecting with the customer face to face. This 
connection is needed to unpack their emotional needs. The 
integration of this process can facilitate business innovation by 
transporting companies to understand and co-create value with 
the customer, providing new business opportunities.  
Implementing emotional design theories and methods within 
the creation and development of a business model, can 
facilitate business innovation through the expansion of 
consideration of customer insights beyond product offering. 
However, to achieve this, the authors propose a series of 
iterative experiments instead of implementing a linear 
approach. Rather than writing a static business model that 
have little or no basis in reality, an emotional approach 
requires a series of prototyped business models to be tested 
and validated with customers.  
[3] How can the inclusion of emotion from the strategic to 
the operational functions of a business help facilitate a 
stronger business management process?  
Brown [2, p. 4] states, “Nobody wants to run a business based 
on feelings, intuition, and inspiration, but an overreliance on 
the rational and the analytical can be just as dangerous”. 
However, Lynch and De Chernatony [18] believe every 
member of the organisation should have a first-hand sense of 
what people need, and how as a company and individuals can 
add value. Continuing on to explain that if all employees 
understand how their daily activities impact customer, they 
will often become inspired to create positive changes.  
Attention must therefore be given to company values to ensure 
that they are communicated not only externally but also within 
the organisation. Morris [21] explains that managers cannot be 
internally focused on products, services or administration, as 
the relationships between these elements are crucial. However, 
in order to create this change it requires “exceptional 
discipline and clarity of vision to defend a competitive 
advantage and carry it through to a next generation of 
offerings” [21, p.197]. The use of emotional alignment 
through the entire company could facilitate a stronger business 
process by providing a systematic approach to achieve 
organisation wide change. As continually engaging in the 
process of innovation, require change internally and externally. 
The overall relationship between the company, its employees 
and customers can prevent a business falling into an internally 
or product focused mentality. An entire business 
transformation must penetrate a business-as-usual culture, 
changing company activities, decisions and attitudes [2]. The 
process of understanding the role of emotion within a 
company requires everyone to be involved and know the 
company’s core values and beliefs, therefore creating a 
possible disruption to business-as-usual.  
VII. SUMMARY AND FUTURE WORK 
The main purpose of this paper is to stimulate the 
conversation around the role of emotion in business 
innovation through the three research propositions. The 
literature is vast in the categories of emotional design and 
business innovation, spanning into different agendas and 
across disciplines, however the emotions are yet to be brought 
into business processes. This paper has demonstrated that 
there is a significant gap in investigating emotional avenues 
within business operations and strategy, innovation and 
customer engagement. It presents emerging research to aid in 
investigating and exploring emotional business models within 
a business setting. It is expected that this study will contribute 
to not only the field of design research but into business 
management and strategies.   
There remains a gap as to how businesses are able to 
undertake business model innovation and business wide 
transformation, particular through the understanding and 
integration of emotion. Further research will therefore be 
conducted to investigate these propositions in depth to gain an 
understanding how the integration of emotion can facilitate 
business innovation and generate value beyond product 
offerings. This paper provides an important starting point and 
contributes to the discourse of business model innovation.  
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